Building on Baker, Bloom and Davis (2016 
2 His success in this endeavor is highly uncertain. In Turkey, after squashing an attempted coup d'état in July, the government set about arresting and firing more than a hundred thousand teachers, military officers, judges, mayors, civil servants, and others. Many theoretical analyses show how uncertainty potentially affects investment, hiring, consumption, financing costs, asset prices, output growth and other economic outcomes. Bernanke (1983) points out that high uncertainty gives firms an incentive to delay investment and hiring when investment projects are costly to undo or workers are costly to hire and fire.
Once uncertainty recedes, firms increase hiring and investment to meet pent-up demand according to this theory. Other theories show how uncertainty can exert contractionary effects through upward pressure on the cost of finance (e.g., Gilchrist et al., 2014, and Pastor and Veronesi, 2013) , precautionary spending cutbacks by households (e.g., Giavazzi and McMahon, 2012) , underinvestment by risk-averse managers (e.g., Panousi and Papanikolaou, 2012) , and the intensification of monopoly pricing distortions (Fernandez-Villaverde et al., 2015) . Attention to the detrimental effects of policy uncertainty per se dates at least to Friedman (1968) and Rodrik (1991) . 
II. Using Newspapers to Quantify Economic Policy Uncertainty
Baker et al. (2016) construct indices of economic policy uncertainty based on newspaper coverage frequency. Their modern monthly EPU index for the United States relies on 10 major newspapers. Specifically, they search the digital archives of each paper to obtain a monthly count of articles that contain the following trio of terms: "uncertainty" or "uncertain"; "economic" or "economy"; and one or more of the following policy terms: "congress," "deficit," "Federal
Reserve," "legislation," "regulation" or "White House" (including variants like "uncertainties,"
"regulatory" and "the Fed"). In other words, to meet their EPU criteria, an article must contain terms in all three categories pertaining to the economy (E), policy (P) and uncertainty (U). They scale the raw count by the total number of articles in the same newspaper and month. For each paper, they then standardize the monthly series of scaled counts to unit standard deviation over time. The final step averages the standardized, scaled counts across the ten papers by month to obtain the monthly EPU index. Thus we can think of the monthly EPU index value as proportional to the average share of newspaper articles that discuss economic policy uncertainty in that month.
A basic question raised by this approach is how to choose the specific terms that determine whether the computer-automated reading classifies an article as "EPU=Yes" or "EPU=No." Concerns related to this choice are most acute for the P term set, because many policy-related terms are potentially helpful in flagging articles about economic policy uncertainty. For any given term set, a computer-automated classification is subject to two types of errors: False positives, whereby the computer classifies an article as "EPU=Yes" but a careful human reading of the same article concludes "EPU=No." And false negatives, whereby the computer classifies an article as "EPU=No" but a careful human reading concludes "EPU=Yes."
The optimal P term set is far from obvious.
To address this issue, we conducted a large-scale human audit of 12,000 articles drawn randomly from U.S. newspapers. Working under our close supervision, teams of University of Chicago students underwent a training process and then carefully read overlapping subsets of the 12,000 articles, guided by a 65-page reference manual and weekly team meetings. The auditors coded each article as "EPU=Yes" or "EPU=No" in light of the economic policy uncertainty concept we sought to identify, as described above in the Introduction. 9 We then compared these human classifications to the computer-automated classifications implied by tens of thousands of possible P term sets. For each P term set, the computer-automated classification determines a set of false positives and false negatives relative to the human classification. We chose as our preferred P term set the one that minimizes the sum of false positives and false negatives.
Our approach to measuring policy uncertainty also raises potential concerns related to newspaper reliability, accuracy, bias, and consistency. We undertook several investigations to assess these concerns. First, we created a separate newspaper-based index of equity market uncertainty. Specifically, we used the same newspapers, scaling methods and search criteriaexcept for dropping the P term set and, instead, requiring an article to contain "stock price," "equity price" or "stock market." The resulting index is highly correlated with the VIX, a market-based measure of uncertainty implied by traded equity options. This result demonstrates that frequency counts of suitably selected newspaper articles yield a reasonable proxy for an important type of economic uncertainty -a proof-of-concept for our basic approach.
Second, we find a strong relationship between our newspaper-based EPU Index and other text-based measures of policy uncertainty, e.g., the frequency with which the Federal Reserve 
III. An Index of Global Economic Policy Uncertainty
Using similar methods, Baker, Bloom and I also construct monthly newspaper-based EPU indices for twelve other countries: Australia, Brazil, Canada, China, France, Germany, India, Italy, Japan, Russia, South Korea, Spain, and the United Kingdom. We perform all searches in the native language of the newspaper. To help develop suitable E, P and U term sets, we consulted persons with native fluency and economics expertise in the relevant language and country. Our P term set differs across countries for reasons both obvious (e.g., using "BOJ" for Japan) and idiosyncratic (e.g., inclusion of "customs duties" for India). Kroes et al. (2015) and
Zala (2016) Treasury securities, and an extraordinary "fiscal cliff" episode with last-minute resolutions of major uncertainties about tax and spending policies. Uncertainties surrounding U.S. healthcare policy were also extraordinarily high in this period. For example, an appellate struck down the Affordable Care Act ("Obamacare") in August 2011, concluding that Congress lacked the constitutional authority to require individuals to purchase health insurance or pay a penalty, and threatening the viability of the entire Act. 12 The issue remained unsettled until June 2012, when the Supreme Court reversed the appellate court in a surprise, closely divided decision.
13
The mean value of the GEPU Index is 60 percent greater from July 2011 to August 2016 than in the previous fourteen and one-half years. Perhaps even more striking, the mean GEPU 
